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3.526(c) systematic Reduction of Debt 

Allowable interest expense may not exceed the amount which would have been incurred under a systematic reduction of debt. The 

calculation of this limitation vanes based on whether a facility makes at least annual principal payments or deposits to a segregated

interest-bearing account. 

Ifafacilitymakesatleastannualprincipalpayments or depositstoa segregated,interest-bearingaccountwhich will result in 

repayment of the debt at maturity, a systematic reduction of debt means a debt which has: 


1. Payments of interest and principal which are uniform over the total length of debt; and 
2. 	 A length not exceeding the lesser of forty (40) years or the remaining useful life of the longest lived asset acquired with debt 

proceeds. 

Allowable interest expense is predicatedupon required Systematicreduction of debt. 

If a facility does not make at least annual principal payments or deposits, a systematic reduction of debt willbe determined by the 
Department through: 

1. An amortization schedule for aperiod of thirty (30) years fkom the date of asset acquisition; 
2. Applying the interest rateas stated in the debt contract; 
3. For debt contracts entered into prior to July 1, 1990, assuming a principal reduction schedulebeginningJuly 1, 1990, and ending

thirty (30) yearsfiom the original loan date; and 
4. Reducingthe calculated interest expense by any investment incomeon segregatedfunds. 

3.526(d) Interest Expense Related to Refinancing of Debt 

The recognizable debt balance following refinancing will be determined as: 


Long Tern Debt 

1. The remaining balance of the original debt as determined under Sections 3.526(b) and3.526(~);plus 
2. The costofassetsacquired in the yearofrefinancingandthenadjustedthefollowing two fiscal years for additional assets 

acquired; plus 
Separate short termworking Capital
1. The financing fees related to the refinancing 

The allowable interest expense for refinancing arrangements may not exceed the amount whichwould have been allowed on the 
recognizable debt balance, excluding financing fees, had the refinancing not occurred. 

Systemtic reduction of debt under Section 3.526 is required for refinancing arrangements. 

3.528 Documentationinadequate
Where the provider, or in the case of changes of ownership, the buyer or seller of a nursing home, is unable or unwillingto provide
adequate documentation of acquisition cost, acquisition date or other data relevant to the property-related expenses, orif the provider
does not complywith property documentation requests by the Department or the contractor under Section 3.53 1, the Department will 
determine the values, dates and data through useof secondary sources of information, such as income and propertytax records, and 
may use the source which results in the lowest value or the lowest property payment allowance. 
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3.530 Calculationof propertyAllowance 


3.531EqualizedValue 

The equalized value will be derived fiom the values determined by an independent contractor under contract with the Department,

using the E.H. Boeckh Commercial Valuation System. Any values establishedby such contract will be indexed,if necessary, to the 

current rate year. The equalized value will be the Depreciated Replacement Cost (DRC) fiom the E. H. Boeckh valuation after 

adjustment under Sections 3.531(a) and
(b). These valueswill not be modifiedby any sales price;by a market appraisal by a certified 
appraiser on behalf of the facility; by the assessed valueon the propertytax rolls.or 

The total value of the facilitywillbe the sum of the values determined for the separate sections of the facility. 

A facility’s equalized valueshall be based upon the values determined above, including adjustments, the facility does not render 
payment under Section4.697 within a reasonable time period.In such instance, the facility’s property allowancewill be reduced by
applying fifty percent of the facility’s June30,2002, DRC andunderpreciatedReplacement Cost(VRC) under Section 3.531(b)or by 
fifty percent of the facility’s June 30,2002, property allowance, whicheveris lower. This reduction appliesto both the interim rate 
granted, if any, and thefinal rate. Upon facility payment of the appraisalcost., this reduction will be restoredon a retroactive basis to 
the effective date of the reduction, and the facility property allowance will be calculated as determined by the provisions of the 
Methods. 

3.531(a) Allocation for Areas Not Related to Routine Services 

The values derived fiom the Boeckh valuation willbe adjusted to exclude the value of areas not related to routine services. To the 

extent possible,this adjustment will be basedon the square footage used in the Boeckh valuation. 


3.53 1(b) Maximum on equalizedValue 

The underpreciatedReplacement Cost (URC) arrived at under the Boeckh valuation system shall not exceed the equalized value in 

Section 5.830 times the beds for rate setting (Section 3.040) for allowances calculated underthis Methods. Where this maximum is 

exceeded, the equalized value will be adjusted proportionately.
This calculation canbe expressed as follows: 

For:Boeckh URC= The Boeckh underpreciatedReplacementCost after 
Section 3.531(a) square footage adjustments; 

BoeckhDRC = TheBoeckhDepreciatedReplacementCost after 
Section 3.531(a) square footage adjustments 

URC = Allowable underpreciatedReplacementCost 
(the lesserof Boeckh URC or the equalized valuein Section 5.830) 

Then allowable Equalized Value (EV) is calculated as: 
DRClBoeckhEV = (Boeckh URC) X URC 

3.532 propertyAllowanceCalculation 

A target amount (Tl) will be calculated for each facility by multiplying the equalized value fiom Section 3.531 by a service factor 

described in Section 5.820 (a). 


When a facility’s allowable property-related expenses are less than the target amount (Tl), the property payment allowance will be 

allowable expense plus the incentive value in Section 5.850
t i m e s  amount by which expense is lessthan the target(Tl). When the 
facility’s allowable property-related expenses are equal to or greaterthan the target amount, the property payment allowance will be 

which dowable expense exceeds the targetthe target amountPIUS 100% of the amount by up to the factor in Section (b), and the 
cost share value in Section 5.840 times the amount by which allowable expenses under Section 3.521 exceed the factor in Section 
5.820 (b). 
This calculation can be expressed: 

-E property-related up to SectionFor: - Allowable expenses 3.521 maximum 
T1 = The service 5.820factor in Section (a);

service SectionT2 = The factor in 5.820 (b);
PA = Total property payment allowance;
I -- Increment 5.810;described in Section 
c = Cost ShareValuedescribed in Section 5.840;and 

describedSectionN = Incentive in 5.850. 
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Then:Where E islessthan T1: 

PA=(E+N *(T1-E))+I  

Where E is equal to or greaterthanTI and Eis less thanT2: 
P A = E + I  

Where E is greaterthanT2: 
PA =(T2 + C * (E-T2)) + I 

Facilities which have-completed a Ch. 150 Resource Allocation Program approved project involving construction or renovation of 
physical plant between July 1, 1996, and December 31, 1997, will have a cost share percentage as described in Section 5.840(b).
Nursing facilities that have a licensedbed capacity of 50 beds or less, after adjustments in Section 3.000, will have a cost share 8s 
describedin Section 5.840(b). Facilities that arecertifiedas ICF/MR, either in whole or in part, willhave a cost shareas described in 
Section 5.840(a), unless they have completed a RAP-approved projectas noted above. 

3.534 Per Patient Day Property Payment Allowance 

To calculate the per patient day property payment allowance, the property allowance (Sectionis divided by the adjusted patient

days in Section 1.307 times the-minimum occupancy factor
in Section 3.030. If needed, the expenses be adjusted to the length of 
time covered by the patient days. 

For calculating the per patient day property payment allowance with significantlicensed bedfor newly-licensed facilities and facilities 
increases, the patient day provisions of Sections 4.320 and 4.420 willapply. For replacement facilities, the minimum occupancy
standard in Section 3.030will be applied. 

3.537 MaximumDecrease 
A facility’s payable property allowance will not be reduced by more than $3.50 Der patient day from the allowance in effect on~ ~ ~ ~~ < ~ r 2 ~~~ r - - r  ~ ~~ 

June 30,2002. An exception tothis maximumdecrease ism a d e  the June 30,2002: allawance is subject to adjustment after June 30, 
2002, for the lapsing of the “start-up” occupancy provisions for newly-licensed or expanded facilities. In these cases, the $3.50 
maximumreduction is measured from in effect on June 30,2002.the allowance which would have resulted from applying the Methods 

.3.600OVER-THE-COUNTERDRUGSALLOWANCE 
Reimbursement for certain over-the-counter (OTC) drugs ordered by a physician and providedto Wisconsin Medicaid residents shall 
be made as part of the facility’s daily rate. The OTC allowance will be based on the facility’s cost of OTC services for Wisconsin 
Medicaid residents from the base cost reporting period, as limited by the provisions under Section 2.600. 

Payment for OTC drugs will be determined using the following formula: 

PFor: = OTC allowance; 
E = Facility’sallowableexpenseforWisconsinMedicaidresident OTC drugs as adjusted to thecommonperiodbyan 

inflation/deflationfactor (Inflation factors are listed in Section 5.330); divided by adjusted Medicaid patient days 

Emin = 	 Expenseat minimumoccupancy, 

E * Minimum Occupancy Factorin 3.030 

CMI-T19 =From Section 3.122 

T -- Targetfor OTC expense in-section 5.9 10 * CMI-T19 
-I - Inflation rate topaymentperiodbyinflationfactorlisted 

If Emin is less thanT 


P - (Emin* X I) +OS0 (T-Emin) 


If Eminis greater thanT 


P (TxI) + .50 (Emin-T) 


3.650 INCENTIVESPROVIDER 
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3.651Exceptional Medicaid/MedicareUtilizationIncentive 

MM% = The facility’s adjusted Medicaid patient days plus Medicare patient days divided by the facility’s adjusted total patient days
thanor equal to 70.0% in order to receive theunder Section 1.307.The MM% must be greater E“SJI .  Payment for the 

EMMUI supplement will be determined per the table in Section 5.920. The incentive will varyon the MM% and the 
beds for rate setting the facility. 

3.652 IncentiveEnergy-Savings 
or renovation project specifically designed to reduce consumptionIf a facility completes a remodeling of electricity or heating fuels, or 

to reduce theirelectricityor heating fuel rates per unit of energy,the facility willreceive an incentive equalto the lessorof 25% of the 
projected cost of the project, as approved by the Department, or 25% of the actual cost of the project per year for two years. The 
incentive payment will be effective July 1 following completion of the project. Allowable costs for the project willbe subject to 
minimumoccupancy factor under Section 3.030. 

3.653PrivateRoomIncentive 

a. Basic Private Room Incentive (BPRI)
A basic private room incentivewillbe determined using the following formula: 

BPRI = PRP x BBA 

wherePRP = Privateroomsdividedbytotallicensed beds on thelastdayofthecostreportusedfortheratecalculation. 
PFW must be greater thanor equal to 15% AM)the facility’s adjusted Medicaid patientdays plus Medicare patient
days divided by the facility’s adjusted total patient days under Section 1.307 be greater thanor equal to 70%in 
order to receive the BPRI 

basic allowanceSectionand BBA = The base in 5.930 

b. Renovation Private Room Incentive (RPRI) and Replacement Private Room Incentive (RPPRI)
A renovation private room incentive or replacement private room incentive willbe determined using the following formula: 

RPRIor RPPRI = PRP x RBA 

where 	 PRP = Privateroomsdividedbytotallicensedbeds on thelast day of thecostreportusedfortheratecalculation. 
PRF’mustbe greater than or equal to90%the MM% from Section3.651mustbegreater than orequalto 
70.0% in orderto receive theRPRIor RPPRI. 

and RBA = The base 5.930renovation allowance in Section 

A facilitymay receive only one incentive. 

3.700FINALRATEDETERMINATION 

3.7 10General 
Sections 3.710 through 3.770 describe the process for determining a facility’s final payment rate by level of care for direct care 
services, support services administrative and general, fuel andother utility expense, over-the-counter drug expenses and property taxes. 
This process shall be followed whenever any payment allowance under Sections3.100,3.200,3.250,3.300,3.400or 3.600is adjusted 
or recalculated. Any average amount underthis section shall bethe average as weighted by the adjusted patient days by level of care 
which were used in calculating thedirect care allowance under Section 3.100. The Department shall specify the patient day period. 

3.720 RateBase 

3.721BaseRateDescribed 

A facility’s base rates shall be the total rates effective for each level of care for services rendered on June 30, 1994, excluding the 

capital allowance, ancillary add-ons, special allowances for local government-operatedfacilities and rate adjustments made by the 

Nursing Home Appeals Board, but including reimbursement for over-the-counter drugs under Section 3.600. An average base rate 

shall be calculated under Section 10 for each facility. 


3.722BaseRateModification 

The base rates shall be modified according to the following: 
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1. 

2. 

3. 

4. 

Adjustments. Base rates shall include any audit adjustmentsor correctionssubsequent to June30,1994, that are deemed effective 
for date-of-service June 30, 1994. 

Certification or Licensure Change. Upon a change in certification or licensure level of the facility, the base rate for my added 
level of care, for whichno base rate exists, shall be the base fiom the next lower levelof care. 

Newly-Licensed Beds. A newly-licensed facility which isin its start-up periodas of June or July 1994shall have zero base rates. 
A facility with significant licensed bed increases whichinisits start-up periodas of June or July 1994shall have as its base rates 
those rates effective at the of the month prior to the licensure of the new beds. 

Such base ratesshall be limitedfor the currentrate calculation to a asmaximum which shall be the facility’s average base expense
determined in Section 3.731. If the average base rate is limited by the maximum, base rates for each level of care shall be 
calculated by multiplying the unlimited base rates for each level of care by a ratio of the maximum divided by the unlimited 
average base rate. 

Temporary Bed Reductions. If the June 30, 1994, base rates were retrospectively adjusted for temporary bed reductions due to 
renovation projects, such ratesshall be the base rates for application of this section until completion of the renovation period.
After completion of the renovation period, the base ratesshall be those rates effective for dateof service June 30, 1994, prior to 
the retrospective rate adjustmentfor recognition ofthe temporary bed reduction. 

3.730 Expenseprojected
The projected expense shall be the sum of the average expense per patient per day, which was used in the calculation of each 
allowance inSections 3.100 through 3.400 and 3.600, after being adjustedto the payment yearas follows: 

1. Direct care inflation adjusted expensefiom Section3.120 shall be inflated by 2.8%. 
2. Support services expense from Section 3.220 shall be inflatedby 2.8%. 
3. administrativeand general services expense from Section 3.250 shall be inflated by 2.8%. 
4. Fuel and utility expense from Section 3.310 shall be inflated by 2.8%. 
5. The propertytax expense from Section 3.400 shall be inflated by 2.8%. 
6. Over-the-counterdrug allowance &om Section 3.600 shallbe inflated by 2.8%. 

3.740CurrentMethodsRate 

A facility’s current Methods rate for each level of care shall be the sum of the payment allowances resulting from Sections 3.100 

through 3.400 and 3.600.A weighted average current Methods rate shall be calculated 


3.760 Rate
Hold-Harmless 
The facility’s average hold-harmless rates be the base rates under Section 3.720. 

3.770SelectionofpaymentRate 

3.772 RateHold-Harmless 
The hold-harmless rates under 3.760 shall be the facility’s payment rates if both of the following conditions aremet: 

1. The average current Methodsrate under 3.740 is lessthan &average base rate under 3.720. 
2. The average current Methods rate is lessthan the projected expenseunder 3.732. 

3.773CurrentMethodsRate 
The current Methods rates underSection3.740 shall be the facility’s payment rates if Section 3.772 does not apply. 

3.774 

The property allowance determined under Section 3.500 and ancillary add-ons determined under Section 3.800 shall be added to the 

ratesselected under Sections 3.772 or 3.773 above. The
s u m  shall beihe payment rates for the facility. 

3.775 Special Allowances for Facilities Operated by Local Units of Government 

A. 	 Final Settlements for phaseIII interim paymentsin the SFYO2 State plan (TN#Ol-006)will be reallocated but limited to the total 
phase III payments made under the SFY02 IIIpayments.state plan andwill be limited to the facilities that received phase 
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1. 	 All facilities with a phaseIII payment in SFYO2 will submit a cost report, on forms designated by the Department, for the 
period July 1,2001 through June 30,2002 by September 30,2002. 

2. The Department will determine the actual Medicaid deficit for July,12001 through June 30,2002. 

3. The payments made under phaseJII in SFY02 will be reallocated. The basis for the reallocationwillbe the Medicaid deficit 
in A.2.above lessthe phase I direct care award from section 3.775the SFY02 state plan. 

4. Increases or decreases as a result of the reallocation will be processed as adjustments to the SFYO3 payments under section 
3.775. 

B. 	 In recognition of the unique nature of nursing homes operated by local units of government, local government-operatedhomes 
are eligible to apply for supplemental funding. government-operatedfacilities will be consistent with the definitions used in 
Section 2.710. 

1. 	 In order to participate in the supplement,thehomemusthaveon file with the Department andor submit the following
materials: 

a. A cost report as required in Section 1.170. 
b. A prospective supplemental award application form. 
c. 	 A additional cost reportfor facilities in phase down under the criteria in section5 below. The cost report will cover the 

period January1,2002 through September30,2002 and must be submitted the Department by December3 1,2002. 
2. Supplemental funds awardedto the home will be made in lump sum payment(s). 
3.Total supplemental funding shall not-exceed $77,100,000. The Department shall reduce the supplemental funding to the 

local units of government if it determinesthat the aggregate payments to nursing homes under these Methods would exceed 
the Medicare upper limit. 

4. The following methodology willbe used to distribute funds under this Section: 

a. Based upon the cost report and the rates established under the Methods, the Department will determine the following
(Medicaid/FamilyCare-Medicaid)deficits for July 1, 2002throughJune30,2003:The(MedicaidFamilyCare-
Medicaid) deficits willbe determinedby using both the Medicaid the Family Care-Medicaid patient days. 

1) The Projected Direct Care Operating Deficit @COD) 
2 )  The Projected Overall Operating Deficit (OAOD) 
3) The Eligible Direct Care Deficit (EDCD) (Equalto the lesser of theDCOD orthe OAOD). 
4) The projected non-direct care deficit (Equal to theOAOD less the EDCD). 

The Department will issue a report to each applicant facility detailing its DCOD and OAOD. 

b. 	 TheDepartment will distribute. $77,100,000 or the aggregate OAOD, whichever is less, in
supplemental funding as follows”: 
1) The OAOD for facilities in phase down per section 5 below. The cost report in 3.1.c. will be used to determine the + 

OAOD for these facilities. - .  
. .  

a) 	 In determiningallowablecosts for the specialcostreport in B.l.c, nd priortomaking final supplemental 
payments under this section, the Department will adjust for thefollowing nonrecurringcosts: accrued wages
and fringebenefits, projected patient relocation expenses, and pension and related interest payments to reduce 
unfundedliability obligations. These adjustments are required to: 

1) 	 Removeone-time,non-relocationexpensesthatwereincludedinthespecialcostreportbutincurred 
prior to the reimbursement period (1/1/2002to 6/30/2002).

2) 	 Notannualizeone-timeexpenses that wereincludedinthespecialcostreportandincurredduringthe 
reimbursement period (7/1/2002 to 9/30/2002).

3) 	 Include one-time expenses that were incurred after the special cost report period but prior to the endof 
the reimbursement period (10/1/2002 to 6/30/2003).” 

b) The allowable cost per patient day less the average Medicaid rate payments per day shall beconsideredthe 
OAOD per day.

c) The OAOD per day times the (MedicaidEmily Care-Medicaid) patient days fiom the cost report (annualized 
to 365 days)shall constitute the phase down payment 

2) 	 The EDCD for facilities that did not receive an award in step 1. If there are insufficientfunds to reimburse facilities 
EDCD, then the distributionof funds shall be made as follows: 
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b. located where home’s fiscal medicaidreporthcounty based year cost either 
1) 	 provide at least 108,000 days of &e to Medicaid residents and incur a grow deficit for Medicaid of at least 

$3 million;or jetted Medicaid efbr the 2001102 rate year,forall nursing homes owned and operated by
the county totaled at least M,SOO,OOO. 

2) provide between 80,000 and 108,000 daysof care toMedicaid residents and incur a gross deficit fa  Medicaidofat 
least $4.0 million. Adjusted Medicaid patiem days fromthe 1999 cost reports for dl facades owned and operated 
by countytotaled at least 80,000. 

c. The county boardpassed a resolution by June 30,2001 to downsize the facility during the current payment period. 

2. 	 Local government-operatedhomes qualifying for exceptional payments under subsection 1 will receive ah exceptional
nursinghome payment determinedasfollows: 
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a. 

b. 


C. 

d. 

e. 

f. 

3.780 Calculation ofMedicare U Limit&to each of six categories ofnursing facilities (Mls) and intermedieate cam facilities for the 

3.790 purchased Relocation Services 

Payment for relocabon sewices may be paid as a lump sum, in additionto the daily payment rate,if all of the requirements listed 
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Example: The nursing Home receives a docation order 6?nnthe department on July 15. They hire Apex relocation Services to 
relocate all 100 residents m the next 60days for a cost of SlS,OOO. The Department approves the contractwith Apex and the 
contractmom! of $15,000. During june 75 of the 100 residents were paid through Medicaid. Therefore, $11,250 ($IS,OOO*
75%)will be pad to The Nursing Home asa lump sum. 

3.81'1 Ancillary Add& 

A pahay day adban to the daily rate may be allowed for the cost incurred by the facility for specifically identified covered
&and materials which could be billed separately to thc Medicaid Program by an independent provider of m i = .  These 

services a d  materials must be availableto all Medicaid recipients of the facility If some portionofthe sewices and mattrialsmust 

be supplied by anoutside provider,the facility is responsible forpaymenttb the outside provider. 


! 

;; 

3.!& REIMBURSEMENTOFSTATE-OPERATEDFACILITIES
.i i 

3.910 general 
$state-ownednursing facilitiesand ICF-MIRS serve a unique population of residents in Wisconsin. Determinationofpaymentswillguidedby the provisions below &d by the appropriate sections of state statute. 
#. 
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3320 Reimbursement Limitation
totalreimbursement forthe paymat rate year for state-ownedfacilities fbr patient careshall not exceed the Medicare upper limit

kt 
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